Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Text 

CONFIDENTIAL 

PAGE 01 STATE 1 14295 TOSEC 040327 
ORIGIN PM-03 

INEO OCT-OI ISO-00 ONY-00 SSO-00 CCO-00 /004R 

DRAETED BY PM:PHAYES:KB 
APPROVED BY PM:RBARTHOLOMEW 
S/SSESTEINER 
DESIRED DISTRIBUTION 
PM ONLY 

I82036Z 067168/61 

O I8I904Z MAY 77 ZPP4 
PM SECSTATE WASHDC 
TO USDEL SECRETARY IMMEDIATE 

CONPIDENTIAL STATE 1 14295 TOSEC 040327 

LIMDIS POR GELB ONLY FM BARTHOLOMEW 

E.O. II652:GDS 
TAGS:PPOR, MASS, PARM 
SUBJECT: PRM-I2/PD-I3 Q'S AND A'S 

1. PER YOUR REQUEST THERE FOLLOWS POLICY-RELEVANT Q'S AND 
A S WHICH YOU MIGHT TAKE UP WITH SECRETARY. THEY HAVE 
BEEN CIRCULATED POR INTERAGENCY CLEARANCE, BUT HAVE NOT 
BEEN CLEARED AS YET. 

2. UPON RECEIVING INTERAGENCY CLEARANCE WE WILL SEND THEM 
TO THE WHITE HOUSE UNDER CHRISTOPHER COVER MEMO. 

3. TOMORROW, MAY 19, WE WILL SEND YOU THE POLICY-RELEVANT 
SUPPLEMENTARY TALKING POINTS DRAFTED BY S/P, WHICH ARE 
INTENDED POR INCLUSION IN CABLES TO THE PIELD POR THEIR 
GUIDANCE ON SPECIFIC REGIONAL CONCERNS. 
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4. SECRETARY’S COMMENTS ON GENERAL TALKING POINTS WHICH 
YOU RELAYED TO TARNOPF ARE BEING PASSED TO NSC STATE. 

5. Q'S AND A'S NUMBERED ONE THROUGH PORTY-TWO POLLOW: 

1. QUESTION: THE PRESIDENT HAS SAID THAT ARMS TRANSFERS 
WILL REMAIN AN INSTRUMENT OP US POREIGN POLICY AND WILL 
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CONTINUE TO BE USED TO PROMOTE US SECURITY AND THE SECU- 
RITY OE OUR ALLIES AND CLOSE FRIENDS. HOW, THEN, DOES THIS 
ADMINISTRATION'S ARMS TRANSFER POLICY DIFFER FROM THE 
POLICIES AND PRACTICES OF PREVIOUS ADMINISTRATIONS? 

ANSWER: - THE PRESIDENT ALSO HAS SAID THAT, UNDER HIS 
NEW POLICY, ARMS TRANSFERS WILL BE AN EXCEPTIONAL INSTRU- 
MENT OF US FOREIGN POLICY. 

- THE NEW ARMS TRANSFER POLICY WILL BE CHARACTERIZED BY 
DISCIPLINE AND RESTRAINT. IN PARTICULAR, IT SHIFTS THE 
BURDEN OF PROOF FROM THOSE WHO OPPOSE A PARTICULAR ARMS 
TRANSFER COMMITMENT TO THOSE WHO ADVOCATE IT. 

- IT REPLACES THE PERMISSIVE PRESUMPTION WHICH CHARAC- 
TERIZED PAST ARMS TRANSFER POLICIES WITH A NEW RESTRICTIVE 
PRESUMPTION AS THE STARTING POINT FOR CONSIDERING REQUESTS. 

- THE PRESIDENT'S DIRECTIVE TO REDUCE THE DOLLAR VOLUME 
OF ARMS TRANSFERS DURING FY 1978 IS A DEMONSTRATION OF 
HIS COMMITMENT TO A POLICY OF RESTRAINT. 

- THE NEW POLICY ALSO PLACES SPECIFIC RESTRAINTS ON THE 
TRANSFER OF SYSTEMS EMBODYING ADVANCED TECHNOLOGY AND ON 
COPRODUCTION AGREEMENTS. 

- OVER TIME, THE EFFECT OF THESE DIFFERENCES WILL BECOME 
APPARENT. 
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2. QUESTION: WILL US RESTRAINTS BE CONTINGENT ON OTHER 
COUNTRIES ADOPTING SIMILAR RESTRAINTS? 

ANSWER: - US RESTRAINT IS A FIRST STEP, WHICH WE HOPE 
WILL SET AN EXAMPLE WHICH OTHERS WILL FOLLOW, TOWARD THE 
GOAL OF A REDUCED WORLD ARMS TRADE. 

- THE US WILL BE TALKING WITH OTHER SUPPLIERS AND RE- 
CIPIENTS ABOUT WAYS TO ACHIEVE THIS GOAL. 

- WITHOUT THE COOPERATION OF OTHER SUPPLIERS, IT WILL BE 
DIFFICULT FOR THE US TO SUSTAIN SOME OF THE CONSTRAINTS 
IT IS INTRODUCING. 

- WE WILL, IN ANY CASE, EXERCISE RESTRAINT; THE DEGREE 
OF RESTRAINT, OVER TIME, WILL BE RELATED TO THE ACTIONS 
OF OTHERS. 

3. QUESTION: WHAT DO YOU PLAN TO PROPOSE TO THE SOVIET 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


UNION AND HOW FAR DO YOU THINK YOU WILL GET? 

ANSWER: - THE SOVIETS ARE THE SECOND LARGEST ARMS 
SUPPLIER AND, AS SUCH, HAVE A LARGE RESPONSIBILITY IN 
THIS AREA. 

- IE THEY CONTINUE TO SHOW LITTLE OR NO UNILATERAL RE- 
STRAINT THIS WILL NECESSARILY AFFECT OUR POSITION; WE 
WILL NOT DISADVANTAGE OUR ALLIES AND FRIENDS IF THE 
SOVIETS ARE ARMING THEIR ADVERSARIES. 

- WE WILL, OE COURSE, TAKE INTO ACCOUNT OUR OWN INTERESTS 
AS WELL AS SOVIET ACTIONS IN DETERMINING OUR ACTIONS. 

- WE WILL BE TALKING TO THE SOVIETS ABOUT ARMS TRANSFER 
RESTRAINT AND ARE HOPEFUL THAT THEY WILL SEE IT IN THEIR 
INTEREST TO RESPOND AS AN ELEMENT OF COOPERATION AS WELL 
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AS A MEANS OF ENHANCING STABILITY IN VARIOUS REGIONS OF 
THE WORLD. 

4. QUESTION: DO THESE GUIDELINES LIMIT OUR ABILITY TO 
PROVIDE EQUIPMENT TO MODERNIZE THE FORCES OE OUR ALLIES? 

ANSWER: - IF YOU MEAN PROVIDING A NEW LEVEL OF TECH- 
NOLOGY, THE GUIDELINES COULD HAVE AN INHIBITING EFFECT. 

- WE WILL NOT BE THE FIRST TO INTRODUCE ADVANCED SYSTEMS 
THAT CREATE A SIGNIFICANTLY HIGHER COMBAT CAPABILITY INTO 
A REGION, BUT WE WILL NOT DISADVANTAGE OUR ALLIES IF THE 
SOVIETS INTRODUCE SIMILAR EQUIPMENT. 

- IN OTHER CASES, WE MAY PROVIDE RELATIVELY MORE MODERN 
EQUIPMENT, BUT NOT THE MOST MODERN TECHNOLOGY. 

5. QUESTION: WHAT CONTEMPLATED SALES WILL NOW BE 
BLOCKED BY THE GUIDELINES ON NEWLY DEVELOPED, ADVANCED 
SYSTEMS? 

ANSWER: - CLEARLY, A POLICY OP ARMS TRANSPER RESTRAINT 
WILL MEAN THAT SOME SALES WILL NOT BE MADE. 

- IT IS NOT POSSIBLE, HOWEVER, AT THIS STAGE TO IDENTITY 
SPECIFIC SYSTEMS THAT WE WILL NOT SELL ABROAD TO ANY 
COUNTRY OR TO SPECIPIC COUNTRIES. 

- EACH SYSTEM MUST BE CONSIDERED ON ITS MERITS AND IN 
LIGHT OF THE LOCAL SECURITY SITUATION. 
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- THERE MAY BE EXTRAORDINARY CIRCUMSTANCES WHICH WILL 
OVERRIDE THE SPECIFIC PROHIBITIONS OP THE GUIDELINES AND 
RESULT IN A PRESIDENTIAL EXCEPTION. WE ANTICIPATE THAT 
THOSE CIRCUMSTANCES WILL BE RARE, BUT WE CANNOT RULE THEM 
OUT. 
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- FURTHER, IT IS NOT THE PURPOSE OF THE NEW POLICY PER 

SE TO PRODUCE A PLAT DENIAL OP ARMS REQUESTS PROM FOREIGN 
GOVERNMENTS. 

- AS WE BECOME AWARE OP POREIGN INTEREST IN ADVANCED 
SYSTEMS, OUR EMBASSY AND MILITARY REPRESENTATIVES WILL 
WORK WITH THEIR COUNTERPARTS TO EXPLAIN THE APPLICATION 
OP THE NEW POLICY. WE EXPECT THAT THROUGH THIS PROCESS 
OP PRIVATE CONSULTATIONS ON THE BASIS OF THE PRESIDENT'S 
GUIDELINES, WE WILL TURN ASIDE MANY REQUESTS POR ADVANCED 
SYSTEMS THAT WOULD OTHERWISE HAVE RECEIVED PORMAL TREAT- 
MENT. 

- WE ANTICIPATE THAT AS OUR MORE RESTRICTIVE POLICY BE- 
COMES BETTER KNOWN MANY REQUESTS WILL QUIETLY BE WITH- 
DRAWN. 

6. QUESTION: THE PRESIDENT HAS DIRECTED THAT THE VOLUME 

OP NEW COMMITMENT POR "WEAPONS AND WEAPONS-RELATED ITEMS " 
IN FY 1978 BE REDUCED PROM PY 1977 LEVELS. HOW DO YOU 
DEPINE "WEAPONS AND WEAPONS-RELATED ITEMS"? 

ANSWER: - CLEARLY, SOME ITEMS OP EQUIPMENT ARE INCLUDED 
IN THOSE CATEGORIES, E.G. AIRCRAFT, WARSHIPS, ARTILLERY. 

OTHERS, E.G. OPPICE AND MEDICAL SUPPLIES, COMMERCIAL 
VEHICLES, ARE NOT. 

- THE PROBLEM WILL BE WITH BORDER-LINE CASES SUCH AS THE 
WORK OP THE CORPS OP ENGINEERS. ALTHOUGH WORK ON THE 
WATER SYSTEM FOR A CITY WOULD NOT BE COUNTED IN THE 
CATEGORY OP A WEAPONS-RELATED SALE, CONSTRUCTION OF AN 
AIR FIELD WOULD BE INCLUDED. BETWEEN THOSE EXTREMES ARE 
A VARIETY OP PROJECTS WHICH WILL HAVE TO BE EXAMINED ON 
A CASE-BY-CASE BASIS. 
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7. QUESTION: THE PRESIDENT'S ARMS TRANSPER POLICY 
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DIRECTS THAT THE FY 1978 DOLLAR VOLUME OF "NEW COMMIT- 
MENTS" BE REDUCED FROM FY 1977 LEVELS. AT WHAT POINT IN 
THE ARMS TRANSFER PROCESS DO YOU CONSIDER THAT A "NEW 
COMMITMENT" HAS BEEN MADE? 

ANSWER: - NEW COMMITMENTS UNDER THE MILITARY ASSISTANCE 
PROGRAM (MAP) WILL BE CALCULATED ON THE BASIS OF THE PRO- 
GRAM APPROVED BY CONGRESS THROUGH THE AUTHORIZATION AND 
APPROPRIATIONS PROCESS. 

- IN THE CASE OF FMS TRANSACTIONS, MEASUREMENTS OF THE 
VALUE OF NEW COMMITMENTS CAN BE TAKEN AT VARIOUS TIME 
POINTS SUCH AS WHEN THE LETTER OF OFFER IS ACCEPTED OR 
THE POINT AT WHICH CONGRESS IS NOTIFIED OF MAJOR CASES. 

- EACH WAY OF MEASURING NEW COMMITMENTS HAS ADVANTAGES 
AND DISADVANTAGES. 

- LONG PERIODS OF TIME MAY SEPARATE OUR DECISION TO 
APPROVE A SYSTEM FOR TRANSFER AND THE RECIPIENT'S ACCEPT- 
ANCE OF A LETTER OF OFFER. 

- ON THE OTHER HAND, MANY USG OFFERS ARE NOT SUBSEQUENTLY 
ACCEPTED BY RECIPIENT COUNTRIES. 

- WE HAVE DECIDED TO USE ACCEPTED LETTERS OF OFFER AS 
THE MEASURE OF NEW FMS COMMITMENTS. 

- THIS IS THE CURRENT BASIS ON WHICH EMS STATISTICS ARE 
CALCULATED AND REPORTED. IT BEST ASSURES OUR ABILITY TO 
ACCOUNT FOR ALL WEAPONS AND WEAPONS-RELATED TRANSFERS, 
BOTH SMALL AND LARGE. 

8. QUESTION: THE PRESIDENT HAS STATED THAT THE US WILL 

NOT COMMIT NEWLY DEVELOPED SYSTEMS FOR SALE OR COPRODUC- 
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TION UNTIL THEY ARE "OPERATIONALLY DEPLOYED WITH US 
FORCES." WHAT DOES THE PHRASE "OPERATIONALLY DEPLOYED " 
MEAN? 

ANSWER: - A NEW SYSTEM WILL BE OPERATIONALLY DEPLOYED 
WHEN THE FIRST OPERATIONAL US FIELD UNIT HAS RECEIVED 
THE SYSTEM FOR ITS USE. 

- COMPARED TO PREVIOUS PRACTICES, THIS DIRECTIVE WILL 
INCREASE THE TIME INTERVAL BETWEEN THE INTRODUCTION OF A 
SYSTEM INTO THE US INVENTORY AND ITS AVAILABILITY FOR 
USE BY A RECIPIENT'S MILITARY FORCES. 
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' QUESTION: WHY DO WE WANT TO PROHIBIT COPRODUCTION? 
ANSWER: - WE WISH TO PROHIBIT COPRODUCTION OP SIGNIPICANT 
WEAPONS, EQUIPMENT OR MAJOR COMPONENTS TO MOST COUNTRIES 
BECAUSE: 

- TIGHT CONTROL OP COPRODUCTION IS NECESSARY TO PREVENT 
ARMS PROLIPERATION. 

- COPRODUCTION INCREASES THE RISK OF RETRANSPERS. 

WHEREAS WE STILL MAINTAIN SOME INFLUENCE OVER EQUIPMENT 
RETRANSPERS THROUGH THE CONTROL OP POLLOW-ON SUPPORT, 

THE TRANSPER OP KNOW-HOW IS AN IRREVERSIBLE PROCESS. 

- WE WISH TO INSURE THAT OUR TECHNOLOGY IS NOT COM- 
PROMISED AND THAT OUR MILITARY AND ECONOMIC POSITION IS 
MAINTAINED. 

10. QUESTION: WHAT IS THE PURPOSE OP A SPECIAL RESTRIC- 
TION AGAINST THE TRANSPER OP WEAPONS SYSTEMS DEVELOPED OR 
MODIFIED SOLELY FOR EXPORT? 

ANSWER: THERE ARE THREE PRINCIPAL REASONS: 
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- FIRST, THIS IS AN ADDITIONAL MEANS OF LIMITING THE 
TRANSFER OF ADVANCED WEAPONS SYSTEMS, ESPECIALLY IF THE 
OTHER PROVISIONS SOMEHOW FAILED TO APPLY TO SYSTEMS 
DEVELOPED SOLELY FOR EXPORT. 

- SECOND, WE WISH TO INHIBIT THE "COMMERCIALIZATION " OF 
ARMS TRANSFERS. THIS RESTRICTION WILL MAKE IT MORE DIF- 
FICULT FOR FIRMS TO PROMOTE THE SALE OF ARMS ABROAD BY 
DEVELOPING WEAPONS DESIGNED WITH SPECIFIC LOCAL NEEDS IN 
MIND. 

- THIRD, SALES OF SYSTEMS THAT ARE NOT IN US INVENTORIES 
CREATE A NUMBER OF PROBLEMS OF SUPPORT FOR THE US SER- 
VICES. IT IS EXTREMELY DIFFICULT TO PROVIDE ADEQUATE 
LOGISTICAL BACK-UP, TRAINING, ETC. FOR NON-STANDARD 
EQUIPMENT. PROBLEMS OF THIS KIND CAN COMPLICATE BILATERAL 
RELATIONSHIPS WITH GOVERNMENTS WHICH ARE UNHAPPY WITH OUR 
MILITARY SUPPORT ARRANGEMENTS. 

- I SHOULD EMPHASIZE THAT THIS GUIDELINE IS FOCUSED ON 
NEWLY DEVELOPED, ADVANCED WEAPONS SYSTEMS. IT IS NOT 
DIRECTED AT RELATIVELY UNSOPHISTICATED SYSTEMS, SUCH AS 
THE F-5, WHICH WERE DEVELOPED FOR SALE ABROAD AND WHICH 
ARE CHARACTERIZED BY BEING MORE EASILY MAINTAINED AND 
OPERATED BY LESS EXPERIENCED FOREIGN AIR FORCES. 
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11. QUESTION: HOW DOES THE POLICY AEEECT COMMERCIAL 
ARMS SALES? 

ANSWER: 

- MANUEACTURERS' REPRESENTATIVES WILL HAVE TO OBTAIN 
THE APPROVAL OP THE STATE DEPARTMENT PRIOR TO UNDER- 
TAKING ACTIVITIES PROMOTING SALES ABROAD. 

- PROPOSED REGULATIONS SPELLING OUT THE PROCEDURES ON 
CONPIDENTIAL 
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PROMOTIONAL ACTIVITIES WILL BE PUBLISHED AND THERE WILL 
BE AN OPPORTUNITY POR THE GENERAL PUBLIC AND INTERESTED 
PARTIES TO MAKE THEIR VIEWS KNOWN BEPORE THE PINAL 
REGULATIONS ARE AUTHORIZED. 

12. QUESTION: IP WE SHARPLY RESTRICT THE USE OF ARMS 
TRANSPER FOR POLITICAL PURPOSES, WILL WE NOT WEAKEN 
THE AMERICAN DEFENSE POSTURE? WILL WE PIND IT MORE 
DIPFICULT TO MAINTAIN OVERSEAS PACILITIES AND DEPLOY 
PORCES AS NECESSARY? 

ANSWER: 

- THE PRESIDENTIAL DIRECTIVE MAKES PLAIN THAT ARMS 
TRANSPER ARE TO BE USED TO SUPPORT US NATIONAL SECURITY 
INTERESTS. 

- NOTHING IN THE DIRECTIVE WOULD PRECLUDE OUR MAKING 
ARMS AVAILABLE ON AN EXCEPTIONAL BASIS IN ORDER TO 
PACILITATE ARRANGEMENTS POR POREIGN PACILITIES OR 
BASES OR TO ASSIST IN PORCE DEPLOYMENTS. 

- IN PARTICULAR, OUR SECURITY RELATIONSHIP WITH NATO 
AND OTHER CLOSE ALLIES IS UNCHANGED. 

13. QUESTION: WILL THERE BE AN ARMS EXPORT CONTROL 
BOARD? 

ANSWER: 

- YES. THE PRESENT SECURITY ASSISTANCE PROGRAM REVIEW 
COMMITTEE (SAPRC) WILL BE RESTRUCTURED AND ITS MANDATE 
AND FUNCTIONS WILL BE EXPANDED. 

- THE REORGANIZED AND EXPANDED SAPRC WILL BE RE- 
DESIGNATED THE ARMS EXPORT CONTROL BOARD (AECB). 
CONPIDENTIAL 
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- LIKE SAPRC, THE AECB WILL BE CHAIRED BY THE UNDER 
SECRETARY OE STATE EOR SECURITY ASSISTANCE AND WILL 
ASSIST AND ADVISE THE SECRETARY OF STATE IN CARRYING 
OUT THE PRESIDENT'S ARMS TRANSFER POLICY. 

14. QUESTION: WHAT IS THE RELATIONSHIP BETWEEN THE 
PRESIDENT'S NEW ARMS TRANSEER POLICY AND THIS ADMINIS- 
TRATION'S ACTIVE SUPPORT EOR HUMAN RIGHTS? 

ANSWER: 

- THE US CONSIDERS GOVERNMENTS' RESPECT EOR HUMAN RIGHTS 
TO BE AN IMPORTANT EACTOR IN DEFINING OUR OVERALL FOREIGN 
POLICY INTERESTS AND OBJECTIVES. THE CONDUCT OE OUR 
SECURITY ASSISTANCE PROGRAMS WILL BE CONSISTENT WITH OUR 
CONCERN FOR HUMAN RIGHTS. 

- THE PRESIDENT'S ARMS TRANSEER POLICY SUPPORTS THE 
INTERNATIONAL SECURITY ASSISTANCE AND ARMS EXPORT CONTROL 
ACT OP 1976 WHICH PROHIBITS SECURITY ASSISTANCE TO ANY 
GOVERNMENT THAT ENGAGES IN A CONSISTENT PATTERN OP GROSS 
VIOLATIONS OP INTERNATIONALLY RECOGNIZED HUMAN RIGHTS. 

- IN ACCORDANCE WITH THE LAW AND OUR POLICY, THE 
ADMINISTRATION RECENTLY ANNOUNCED CUTS IN MILITARY AID 
TO SEVERAL COUNTRIES. 

- HOWEVER, WE STRONGLY PREPER TO USE POSITIVE STEPS 

OP ENCOURAGEMENT AND INDUCEMENT RATHER THAN THE THREAT 
OP WITHHOLDING SECURITY ASSISTANCE OR ARMS TRANSPERS. 

- WE ALSO MUST CONTINUE TO BE SENSITIVE TO A NATION'S 
GENUINE SECURITY INTERESTS, RECOGNIZING THAT CONPLICT 
AND TERRORISM ARE, THEMSELVES, SERIOUS THREATS TO HUMAN 
RIGHTS. 

CONPIDENTIAL 

CONPIDENTIAL 

PAGE 1 1 STATE 1 14295 TOSEC 040327 


15. QUESTION: WILL THE NEW ARMS TRANSEER POLICY BE RE- 
ELECTED IN THE VOTES CAST BY THE US IN INTERNATIONAL 
LENDING INSTITUTIONS? IF THE US DISAPPROVES OP AN LDCS 
HEAVY ARMS EXPENDITURES, WILL WE VOTE AGAINST INTER- 
NATIONAL LOANS? 
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ANSWER: 

- THE PREEERENCE OE THE EXECUTIVE BRANCH IS NOT TO LINK 
ITS ARMS TRANSEER POLICY TO VOTES IN INTERNATIONAL LENDING 
INSTITUTIONS. 

- WE DO NOT BELIEVE SUCH AN APPROACH WOULD BE EFEECTIVE. 

- DISAPPROVAL OF A SOUND DEVELOPMENT LOAN WOULD DEPRIVE 
THE ULTIMATE BENEEICIARIES, THE PEOPLE IN RURAL AREAS 

OR OTHER SECTORS SERVED, OE OPPORTUNITIES FOR ECONOMIC 
AND SOCIAL BETTERMENT, WITH NO ASSURANCE THAT OUR 
ARMS POLICY OBJECTIVES WOULD BE ACCOMPLISHED. 

- MOST OF THE LENDING INSTITUTIONS HAVE AN ANNUAL 
EXAMINATION OE THE ECONOMIC CONDITIONS OF MEMBERS. AT 
THAT TIME, IN A MULTILATERAL ENVIRONMENT, IT IS POSSIBLE 
EOR THE EXAMINERS TO DRAW ATTENTION TO THE DAMAGING 
EEEECT OE BUDGET DEFICITS AND TO COMMENT ON DISPRO- 
PORTIONATE SHARES ALLOTTED TO MILITARY EXPENDITURE. 

16 QUESTION: EXACTLY HOW WILL THE NEW POLICY AEFECT ARMS 
TRANSEERS TO LATIN AMERICA AND AERICA? 

ANSWER: 

- VERY LITTLE. LATIN AMERICA IS ALREADY ONE OE THE 
DEVELOPING REGIONS OE THE WORLD TO WHICH WE HAVE LONG 
APPLIED, BECAUSE OE LAW AND POLICY, A REGIME OE RESTRAINT 
CONEIDENTIAL 
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WITH REGARD TO TRANSFERS OE HIGHLY SOPHISTICATED WEAPONRY, 
MUNITIONS OP GREAT LETHALITY AND UNCONVENTIONAL MATERIEL. 

- SIMILARLY, OUR ARMS TRANSEERS TO AERICA HAVE BEEN 
VERY MODEST AND RESTRAINED, AND EQUAL ONLY ABOUT 1/7 OP 
OUR ECONOMIC ASSISTANCE PROGRAM. 

- IN BOTH AREAS WE WILL CONTINUE TO ACT WITH RESTRAINT 
IN ACCORDANCE WITH THE NEW GUIDELINES. 

17. QUESTION: WONT THIS POLICY INHIBIT OUR ABILITY TO 
PROVIDE KOREA WITH THE CAPABILITIES THAT ARE NECESSARY 
TO PERMIT US TO WITHDRAW OUR GROUND PORCES? 

ANSWER: 

- THE POLICY PERMITS US TO CONTINUE TO MEET THE 
LEGITIMATE DEFENSE REQUIREMENTS OF OUR ALLIES AND TO 
SUPPLY CAPABILITIES REQUIRED TO MAINTAIN REGIONAL BALANCE. 
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- IN THIS SENSE, IT WOULD NOT INHIBIT SUCH ACTIONS AS 

WILL BE REQUIRED TO STRENGTHEN KOREAN EORCE CAPABILITIES 
TO PERMIT THE WITHDRAWAL OE OUR OWN. 

18. QUESTION: DOESN'T THE SALE OE AWACS TO IRAN GIVE 

THAT COUNTRY AN IMPROVED COMMAND AND CONTROL SYSTEM THAT 
WILL CREATE A "NEW OR SIGNIEICANTLY HIGHER COMBAT 
CAPABILITY"? 

ANSWER: 

- THE AW AC DOES PROVIDE THE KIND OE CAPABILITY THAT WOULD 
HAVE REQUIRED A PRESIDENTIAL EXCEPTION. IN PACT, THE 
PRESIDENT DID MAKE THE AWACS DECISION. 

- THE AWACS IS BY NATURE AN EARLY WARNING SYSTEM WITH 
CONPIDENTIAL 

CONPIDENTIAL 

PAGE 13 STATE 1 14295 TOSEC 040327 

IMPORTANT COMMAND AND CONTROL PUNCTIONS, THE ACTUAL 
COMBAT CAPABILITY WHICH RESIDES IN SUCH AIRCRAPT AS THE 
P-4, P-5, AND P-16, WOULD BE ENHANCED BY THE EPFECTIVE 
EMPLOYMENT OP THE E-3 IN A COMBAT SITUATION. 

- THE E-3 REPRESENTS A MANPOWER AND PISCALLY SOUND 
ALTERNATIVE TO AN ALREADY APPROVED AIR DEPENSE RADAR 
SYSTEM. 

- PROVISION OF AW AC RATHER THAN A LARGE NUMBER OP 
TECHNICALLY ADVANCED GROUND RADARS WILL REDUCE THE NUMBER 
OP AMERICANS REQUIRED POR IN-COUNTRY SUPPORT OP THE 
IRANIAN AIR DEPENSE SYSTEM. 

- THE E-3 AIRCRAPT CLEARLY IS A DEPENSIVE COUNTER TO 

THE INTRODUCTION OF ADVANCED FIGHTER, ATTACK AND BOMBER 
AIRCRAPT INTO IRAQ, AND WILL MAKE A POSITIVE CONTRIBUTION 
TO REGIONAL SECURITY AND STABILITY BY LESSENING THE 
VULNERABILITY OP A KEY OIL PRODUCING NATION. 

19. QUESTION: DO THE CEILING AND THE RESTRICTIONS ON 
COPRODUCTION APPLY TO ISRAEL? 

ANSWER: 

- THE PRESIDENT'S GUIDELINES CONTAIN THE POLLOWING 
PROVISIONS WHICH ARE ESPECIALLY APPLICABLE TO ISRAEL: 

- THE US WILL HONOR ITS HISTORIC RESPONSIBILITIES RE- 
GARDING ISRAEL'S SECURITY. 
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- THE PRESIDENT MAY DETERMINE THAT COUNTRIES ERIENDLY 
TO THE US REQUIRE ADVANCED WEAPONS TO OEFSET 
QUANTITATIVE AND OTHER DISADVANTAGES IN ORDER TO MAIN- 
TAIN A REGIONAL BALANCE. 
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- BEYOND THAT, I CAN ADD NOTHING TO WHAT THE PRESIDENT 
AND THE SECRETARY HAVE SAID PUBLICLY ON THIS SUBIECT 
AND WHAT IS CONTAINED IN THE PRESIDENT'S LETTER TO 
SENATOR HUMPHREY. 

20. QUESTION: WHY WAS THE CEILING IMPOSED ON ARMS 
TRANSEERS IN EY 1978 RATHER THAN FY 1977? 

ANSWER: 

WE CHOSE EY 1978 BECAUSE THE DOLLAR VOLUME EOR FY 1977 
WAS PRETTY WELL DETERMINED BEEORE THE NEW ADMINISTRATION 
CAME INTO OFEICE. THERE ARE SEVERAL REASONS FOR THIS. 

- THE FY 77 MILITARY ASSISTANCE PROGRAM WAS ALREADY 
APPROVED AND BEING IMPLEMENTED. OUR FIRST OPPORTUNITY 
TO REVIEW THE PROGRAM WAS WITH THE EY 1978 BUDGET. 

- THERE IS A PROBLEM WITH THE WAY EOREIGN MILITARY 
SALES (EMS) CASES ARE RECORDED. CASES DO NOT ENTER THE 
OEFICIAL STATISTICS UNTIL SIGNED. MAJOR CASES (E.G. 

160 F-16'S EOR IRAN VALUED AT OVER $3 BILLION) ARE ONLY 
BEING RECORDED NOW EVEN THOUGH THEY WERE APPROVED BY 
CONGRESS AND THE EXECUTIVE BRANCH IN THE EALL OE 1976. 

- FINALLY, THERE IS THE BACKLOG PROBLEM. THESE ARE 

CASES APPROVED IN PRINCIPLE BY THE PREVIOUS ADMINISTRATION 
BUT ONLY NOW READY EOR CONGRESSIONAL REVIEW (E.G. TANKS 
AND ARTILLERY EOR ISRAEL). 

IN SHORT, WE BELIEVE EY 1978 WILL BE A BETTER MEASURE 
OE THIS ADMINISTRATION'S ATTITUDE ON ARMS TRANSFERS. 

21. QUESTION: WHY DID YOU DECIDE NOT TO APPLY THIS 
POLICY TO ORDERS IN THE PIPELINE? 
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ANSWER: 
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-THERE ARE APPROXIMATELY DDLS. 32 BILLION IN DEEENSE 
EQUIPMENT AND SERVICES THAT HAVE BEEN ORDERED BUT NOT YET 
DELIVERED. THESE DELIVERIES EXTEND OVER THE NEXT 
FIVE TO EIGHT YEARS. TO CANCEL EXISTING ORDERS WOULD 
MEAN: 


- THE US WOULD SEVERELY DAMAGE BILATERAL RELATIONS 
WITH AFFECTED GOVERNMENTS. 

- OUR REPUTATION AS A RELIABLE SUPPLIER WOULD BE IM- 
PAIRED ON A WORLDWIDE BASIS. 

- WE COULD BECOME LIABLE FOR SUBSTANTIAL CANCELLATION 
CHARGES AS WELL AS POSSIBLE DAMAGE SUITS. 

- EXCEPT IN UNUSUAL CIRCUMSTANCES, ALREADY SIGNED 
CONTRACTS WILL BE HONORED AND DELIVERIES WILL BE MADE. 

22. QUESTION: A NUMBER OF SUBJECTS DISCUSSED IN THE 
RESPONSE TO PRM-12 WERE NOT COVERED IN THE PRESIDENTIAL 
DIRECTIVE. WHY WERE THOSE SUBJECTS OMITTED? 

ANSWER: 

- IN REVIEWING CERTAIN SUBJECTS, POLICY REVIEW 
COMMITTEE (PRC) CONCLUDED THAT NO ADDITIONAL GUIDELINES 
ARE NECESSARY. FOR EXAMPLE, THE QUESTION OF ALL 
GOVERNMENT-TO-GOVERNMENT SALES VERSUS COMMERCIAL SALES 
WAS REVIEWED AND THE PRC DECIDED THAT THE PRESENT MIX 

OF GOVERNMENT AND COMMERCIAL SALES WAS APPROPRIATE. 

- SIMILARLY, WE EXAMINED THE POSSIBILITY OF MAKING 
CHANGES IN OUR ARRANGEMENTS FOR MAP AND FMS FINANCING 
PROGRAMS, BUT CONCLUDED THAT NO NEW INITIATIVES SHOULD 
CONFIDENTIAL 
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BE TAKEN AT THIS TIME. 

- FINALLY, THE PRC DECIDED THAT MANAGEMENT QUESTIONS 
DISCUSSED IN PRM-12 DO NOT REQUIRE A DECISION BY THE 
PRESIDENT TO BE IMPLEMENTED. 

23. QUESTION: WHAT IS THE PURPOSE OF A SPECIAL RE- 
STRICTION AGAINST THE TRANSFER OF ADVANCED WEAPONS SYSTEMS 
DEVELOPED OR MODIFIED SOLELY FOR EXPORT? 

ANSWER: THERE ARE THREE PRINCIPAL REASONS: 

- FIRST, THIS IS AN ADDITIONAL MEANS OF LIMITING THE 
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TRANSFER OF ADVANCED WEAPONS SYSTEMS, ESPECIALLY IF THE 
OTHER PROVISIONS SOMEHOW FAILED TO APPLY TO SYSTEMS 
DEVELOPED SOLELY FOR EXPORT. 

- SECOND, WE WISH TO INHIBIT THE "COMMERCIALIZATION " OE 
ARMS TRANSEERS. THIS RESTRICTION WILL MAKE IT MORE 
DIEFICULT FOR FIRMS TO PROMOTE THE SALE OF ARMS ABROAD 
BY DEVELOPING WEAPONS DESIGNED WITH SPECIFIC LOCAL NEEDS 
IN MIND. 

- THIRD, SALES OF SYSTEMS THAT ARE NOT IN US INVENTORIES 
CREATE A NUMBER OF PROBLEMS OF SUPPORT FOR THE US 
SERVICES. IT IS EXTREMELY DIFEICULT TO PROVIDE ADEQUATE 
LOGISTICAL BACK-UP, TRAINING, ETC. EOR NON-STANDARD 
EQUIPMENT. PROBLEMS OE THIS KIND CAN COMPLICATE BI- 
LATERAL RELATIONSHIPS WITH GOVERNMENTS WHICH ARE UNHAPPY 
WITH OUR MILITARY SUPPORT ARRANGEMENTS. 

24. QUESTION: DOESN'T THE RESTRICTION ON COPRODUCTION 
RUN COUNTER TO US EFEORTS TO INCREASE THE SELF- 
SUFFICIENCY OF CERTAIN COUNTRIES. 

ANSWER: 
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- THE COPRODUCTION RESTRICTION IS EOCUSED ON SIGNIFICANT 
WEAPONS SYSTEMS, EQUIPMENT AND MAJOR COMPONENTS. WE 
WILL NOT BE AS RESTRICTIVE ON OTHER COPRODUCTION PRO- 
POSALS SUCH AS MAINTENANCE FACILITIES AND PRODUCTION OP 
CERTAIN SPARE PARTS, WHICH ARE AN IMPORTANT ELEMENT OF 
SELF-SUFFICIENCY. HOWEVER THIS LATTER CATEGORY WILL BE 
SUBJECT TO MORE CAREPUL SCRUTINY, PARTICULARLY WHERE THE 
OBJECTIVE MAY BE COPRODUCTION FOR EXPORT. 

- IT MIGHT WELL SERVE IMPORTANT US SECURITY INTERESTS 
TO APPROVE CERTAIN SIGNIFICANT COPRODUCTION PROJECTS IN 
PARTICULAR COUNTRIES. EACH PROPOSAL WOULD HAVE TO BE 
EXAMINED ON ITS MERITS AND ANY EXCEPTION APPROVED BY THE 
PRESIDENT. 

- COPRODUCTION ENTAILS HEAVY EXPENDITURES IN INVESTMENT 
AND STARTUP COSTS. HAVING TO BEAR SUCH COSTS COULD 
WEAKEN, RATHER THAN STRENGTHEN, A COUNTRY'S SELP- 
SUFPICIENCY. THIS PACTOR WOULD HAVE TO BE BALANCED 
AGAINST OTHERS IN DETERMINING WHETHER, IN FACT, A GIVEN 
COPRODUCTION PROJECT MADE A CONTRIBUTION TO SELF- 
SUFFICIENCY. 

25. QUESTION: WHAT ARE THE OBJECTIVES IN CONTROLLING 
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COPRODUCTION? 

ANSWER: 

- OUR PURPOSE IN RESTRICTING COPRODUCTION IS: 

- TO CONTROL THE PROLIEERATION OF ARMS SUPPLIES, WHICH 
COULD ERODE OUR RESTRAINT POLICY 

- TO PROTECT US TECHNOLOGY 

CONEIDENTIAL 
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- TO DISCOURAGE UNECONOMIC PRODUCTION ABROAD 

- TO PRESERVE ARMS TRANSEERS AS AN INSTRUMENT OE US 
EOREIGN POLICY 

- BUT WE HAVE OTHER OBJECTIVES AS WELL SUCH AS IN- 
CREASING THE SELF-SUFFICIENCY OF CERTAIN FRIENDLY 
COUNTRIES. THIS CAN BE ACHIEVED BY PERMITTING: 

- LOCAL ASSEMBLY OF CERTAIN COMPONENTS 

- DEVELOPMENT OF VARIOUS ECHELONS OF MAINTENANCE AND 
REPAIR TO REDUCE PARTS STOCKPILES AND DELIVERY LEAD- 
TIMES, AND 

- WHERE APPROPRIATE, ESTABLISHMENT OF OVERHAUL 
FACILITIES AND/OR A CAPABILITY TO PRODUCE HIGH TURNOVER 
PARTS. 

-OUR APPROACH WILL GIVE US NECESSARY FLEXIBILITY WHILE 
ENSURING THAT REQUESTS ARE DESIGNED TO MEET THE LEGITIMATE 
DOMESTIC REQUIREMENTS OF FRIENDLY COUNTRIES. 

26. QUESTION: WHY WERE THE NATO COUNTRIES, JAPAN, 

AUSTRALIA AND NEW ZEALAND SINGLED OUT FOR SPECIAL TREAT- 
MENT, I.E. EXEMPTING THEM FROM THE GUIDELINES? 

ANSWER: 

- IN THE FACE OF THE BUILDUP IN WARSAW PACT FORCES, WE 
WOULD NOT WISH THE POLICY OF ARMS TRANSFER RESTRAINT TO 
IMPAIR NATO DEFENSES. 

- SIMILARLY, IN ORDER TO ENHANCE NATO'S DEFENSIVE 
CAPABILITIES, WE HAVE PROMOTED POLICIES OF ARMS STANDARDI- 
ZATION AND INTEROPERABILITY BETWEEN OUR FORCES AND THOSE 
CONFIDENTIAL 
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OE THE OTHER MEMBERS. SPECIEICALLY, WE WOULD NOT WISH 
TO BLOCK THE TRANSEER TO NATO OF ADVANCED WEAPONS OR 
THE APPROVAL OP COPRODUCTION PROJECTS. SUCH ACTIONS 
WOULD CONFLICT WITH THE OBJECTIVES OP OUR STANDARDIZATION 
POLICY. 

- IN THE CASE OP JAPAN, IT HAS LONG BEEN OUR POLICY TO 
ENCOURAGE THE JAPANESE TO INCREASE THEIR OWN NATIONAL 
DEPENSE EPFORT. PARTICULARLY AT A TIME WHEN US PORCES 
IN KOREA ARE TO BE REDUCED, WE WISH TO ENABLE JAPAN TO 
ASSUME A GREATER SHARE OF THE REGIONAL DEFENSE BURDEN 
AND ARE PREPARED TO PROVIDE THE NECESSARY ARMS FOR THAT 
PURPOSE. 

- SALES TO AUSTRALIA AND NEW ZEALAND ARE RELATIVELY 
SMALL AND DO NOT RAISE PROBLEMS OP LOCAL OR REGIONAL 
STABILITY OR OP AN ARMS RACE. 

27. QUESTION: HOW WILL THIS NEW POLICY ON THIRD PARTY 
TRANSPERS APPECT ITEMS ALREADY SOLD OR PREVIOUSLY APPROVED 
COPRODUCTION AGREEMENTS? 

ANSWER: 

- WE DO NOT INTEND TO APPLY NEW CONDITIONS TO ITEMS 
ALREADY SOLD OR AGREEMENTS PREVIOUSLY APPROVED. 

- WE MAY WISH TO APPLY THE NEW CONDITIONS IP AN AGREE- 
MENT IS RENEWED. 

28. QUESTION: WILL THE RESTRICTIONS ON NUMBERS OP 
AMERICANS ABROAD MEAN A SUBSTANTIAL REDUCTION IN SALES 
TO THE PERSIAN GULF? 

ANSWER: 
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- WE ANTICIPATE A REDUCTION IN SALES TO THE PERSIAN 

GULP AREA THROUGH THE APPLICATION OF ALL OF THE ELEMENTS 
OP THE NEW POLICY. 

- BECAUSE OP THE CONCENTRATION OF AMERICANS EMPLOYED ON 
DEPENSE CONTRACTS IN THAT REGION, THIS PACTOR WILL 
RECEIVE SPECIAL ATTENTION AS WE CONSIDER REQUESTS FOR 
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THE SALE OF ADVANCED WEAPONS TO THOSE COUNTRIES. 

- WHILE WE DO NOT INTEND TO ESTABLISH ANY FIXED LIMITS 
OR CEILINGS FOR AMERICAN PERSONNEL EMPLOYED ON FMS 
CONTRACTS, WE WILL TAKE INTO ACCOUNT, AS WE REVIEW 
PROPOSED SALES, THE NUMBER OF AMERICANS ALREADY IN 
COUNTRY, THE NUMBER NEEDED FOR THE PROPOSED SYSTEM AND 
THE LIKELY DURATION OF THEIR ASSIGNMENT. 

- IN SOME INSTANCES, WE MIGHT FEEL IT NECESSARY TO 
DENY SALES BECAUSE OF THIS FACTOR. IN OTHER CASES, THE 
DELAY OF A SALE MIGHT ENABLE A COUNTRY TO TRAIN A 
GREATER NUMBER OF ITS OWN PERSONNEL TO HANDLE THE EQUIP- 
MENT. 

29. QUESTION: TO WHOM DOES THE CEILING APPLY? 

ANSWER: 

- OUR OBJECTIVE IS REDUCTIONS IN THE TOTAL DOLLAR 
VOLUME OF US ARMS TRANSFERS FROM THE FY 1977 LEVEL. NEW 
COMMITMENTS TO NATO COUNTRIES, JAPAN, AUSTRALIA AND NEW 
ZEALAND WILL NOT COUNT IN COMPUTING THE RESTRAINT LEVEL. 

30. QUESTION: WHAT PERCENTAGE REDUCTION DO YOU EXPECT 
TO BE ABLE TO ACHIEVE IN 1978 AS COMPARED TO 1977? 

ANSWER: 
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- WE WILL NOT BE ABLE TO PROVIDE AN ESTIMATE UNTIL WE 
HAVE SEEN THE FINAL FY 1977 FIGURES AND STUDIED THE 
ESTIMATES FOR FY 1978 SALES AND GRANTS. 

- EVEN THEN IT MAY BE DIFFICULT TO SPECIFY A PERCENTAGE 
CUT. 

- IN ANY EVENT, YOU MAY BE ASSURED THAT THE LEVEL OF 
SALES AND GRANTS IN FY 78 WILL BE LOWER THAN THE LEVEL 
IN FY 77. 

31. QUESTION: WHAT DOLLAR LEVEL OF FOREIGN MILITARY 
SALES AND MILITARY ASSISTANCE PROGRAM DO YOU ANTICIPATE 
FOR FY 77? 

ANSWER: 

- AS EXPLAINED IN THE CONGRESSIONAL PRESENTATION DOCU- 
MENT (CPD), ESTIMATES OF FOREIGN MILITARY SALES ARE 
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DIFFICULT TO MAKE AND DEPEND UPON THE ASSUMPTIONS 
EMPLOYED. 

- THE ESTIMATE IN THE CPD FOR FMS SALES BASED ON A 
"MOST PROBABLE ASSUMPTION" WAS DOES. 8.8 BILLION. 

- WE HAVE RECEIVED AN APPROPRIATION OF APPROXIMATELY 
DOLS. 260 MILLION EOR MAP. 

32. QUESTION: IS THE INTERNATIONAL MILITARY EDUCATION 
AND TRAINING PROGRAM PART OF THE MILITARY ASSISTANCE 
PROGRAM EOR THE PURPOSE OE MAKING REDUCTIONS? 

ANSWER: 

- NO. 
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33. QUESTION: DOESN'T THE GUIDELINE AGAINST PRODUCTION 
SOLELY EOR EXPORT ESTABLISH AN UNEAIR COMPETITION BETWEEN 
DEEENSE FIRMS, FAVORING THOSE THAT HAVE CONTRACTS WITH 
DOD OVER THOSE WHOSE SYSTEMS WERE NOT BOUGHT BY THE US? 

ANSWER: 

- NO. UNLIKE NORMAL COMMERCIAL TRADE, THE ARMS TRADE 

IS GOVERNMENT CONTROLLED AND TRANSEERS MUST BE CONSISTENT 
WITH OUR NATIONAL INTEREST. 

- THE PRODUCTION OP ADVANCED SYSTEMS EOR EXPORT ONLY 
WOULD BE INCONSISTENT WITH OUR INTERESTS IN RESTRAINING 
TRANSEERS OP SUCH EQUIPMENT. 

- FIRMS HAVE AN EQUAL OPPORTUNITY TO COMPETE AT THE 
TIME US FORCES DECIDE ON WHICH CONTRACTOR'S DESIGN OR 
BID IS MOST RESPONSIVE. 

- AS A PRACTICAL MATTER, THE SCOPE OP US DEFENSE CON- 
TRACTING PROVIDES SUFPICIENT OPPORTUNITY EOR PIRMS TO 
MAKE SALES ABROAD CONSISTENT WITH US INTERESTS. 

34. QUESTION: WHAT DOMESTIC ECONOMIC IMPACTS ARE 
EXPECTED AS A RESULT OP THE PRESIDENT'S NEW ARMS TRANSPER 
POLICY? WHAT WILL THE ADMINISTRATION DO TO MITIGATE ANY 
ADVERSE EPPECTS? 

ANSWER: 

- ANY POLICY THAT SEEKS TO RESTRAIN A MULTI-BILLION 
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DOLLAR PROGRAM SUCH AS ARMS TRANSFERS UNAVOIDABLY WILL 
PRODUCE SOME UNDESIRABLE ECONOMIC CONSEQUENCES. 

- THE AGGREGATE ECONOMIC EFFECTS OF THE PRESIDENT'S 
POLICY OF ARMS TRANSFER RESTRAINT WILL BE MANAGEABLE. 
CONEIDENTIAL 
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- THE ECONOMIC IMPACT ON PARTICULAR REGIONS, INDUSTRIES, 

AND FIRMS WILL BE MORE NOTICEABLE. THERE WILL BE SOME 
ECONOMIC DISLOCATION, INCLUDING UNEMPLOYMENT, BUT THE 
RESULTS WILL NOT BE SEVERE. 

- ANY SUCH ADVERSE ECONOMIC CONSEQUENCES WILL OCCUR ONLY 
GRADUALLY AND WILL BE LIMITED, BECAUSE: 

- THERE IS A DOES. 32 BILLION PIPELINE OE ORDERS STILL 
TO BE DELIVERED; 

- THE US WILL CONTINUE TO PROVIDE FOLLOW-ON SUPPORT 
FOR SYSTEMS IT IS SUPPLYING; 

- THE NEW POLICY RESTRAINS ARMS TRANSFERS; IT DOES 
NOT ELIMINATE THEM. 

- THESE CIRCUMSTANCES WILL PROVIDE THE TIME AND 
OPPORTUNITY FOR AFFECTED REGIONS AND INDUSTRIES TO ADJUST. 

35. QUESTION; WHAT EFFECT DO YOU ANTICIPATE THIS POLICY 
WILL HAVE ON US DEEENSE PRODUCTION AND PROCUREMENT? 

ANSWER; 

- THE NEW POLICY MAY BE EXPECTED TO INCREASE THE COST 
OF WEAPONS AND EQUIPMENT FOR OUR OWN FORCES TO SOME 
EXTENT. 

- INCREASES WILL SHOW UP MOSTLY IN THE AREA OF HIGHPR 
UNIT COSTS AND SMALLER R&D RECOUPMENTS, PARTICULARLY FOR 
RECENTLY DEVELOPED ADVANCED TECHNOLOGY WEAPONS WHERE MOST 
SAVINGS NOW OCCUR. 

- ESTIMATING THE COST IN REAL TERMS IS DIFFICULT BE- 
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CAUSE SUCH SAVINGS HAVE ALWAYS DEPENDED UPON THE DEGREE 
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TO WHICH FOREIGN REQUESTS FIT INTO OUR OWN PRODUCTION 
SCHEDULE. 

- WE WOULD EXPECT EOREIGN MILITARY SALES AT THE CURRENT 
LEVEL 8.2 BILLION) TO GENERATE TOTAL SAVINGS OE BETWEEN 
$700-$900 MILLION PER YEAR, WHICH MUST BE VIEWED IN THE 
CONTEXT OE A DOD PROCUREMENT AND R&D BUDGET OE ABOUT 
$31 BILLION. IT IS NOT YET CLEAR WHAT PORTION OP THOSE 
SAVINGS WILL BE LOST. 

- - ALTHOUGH SIGNIPICANT EPPECTS MAY OCCUR ON INDIVIDUAL 
WEAPON SYSTEMS, OVERALL DEPENSE PROCUREMENT COSTS WILL 
NOT SHOW ANY DRAMATIC INCREASES AS CONSEQUENCE OF THIS 
POLICY ALONE. 

36. QUESTION: THE EXECUTIVE NOW APPEARS TO SUPPORT A 
CEILING ON ARMS TRANSPERS SUCH AS THAT PROPOSED BY 
CONGRESS LAST YEAR. WILL THE ADMINISTRATION NOW SUPPORT 
A LEGISLATED CEILING? 

ANSWER: 

- WE HAVE SET A GOAL OF REDUCTIONS IN THE DOLLAR VOLUME 
OP ARMS TRANSPERS PROM THE PY 1977 LEVEL. 

- WE WILL MEET THE GOAL BARRING EXTRAORDINARY 
CIRCUMSTANCES. 

- TO CALL THIS A CEILING OR TO LEGISLATE A CEILING 
ADDS NOTHING EXCEPT RIGIDITY. 

- THE APPROACH WE HAVE TAKEN IS BASICALLY CONSISTENT 
WITH THE SENSE OF THE CONGRESS EXPRESSED IN THE ARMS 
EXPORT CONTROL ACT THAT THE VOLUME OP PUTURE ARMS 
TRANSPERS SHOULD NOT EXCEED CURRENT LEVELS. 
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37. QUESTION: THE ADMINISTRATION IS REQUIRED TO SUBMIT 
TWO REPORTS TO CONGRESS BEARING ON THE PORMULATION OP 
ARMS TRANSPER POLICY AND THE EPPECTS OP THE ARMS CONTROL 
LEGISLATION NOW IN PORCE. WHEN WILL THOSE REPORTS BE 
SUBMITTED? 

ANSWER: 

- THE REPORTS, WHICH ARE DUE BY THE END OP lUNE, WILL BE 
SUBMITTED WITHIN A PEW WEEKS. 

- THE INPORMATION WHICH WILL COMPRISE THE REPORTS WAS 
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PRODUCED AS BACKGROUND FOR THE STUDY OF ARMS TRANSFER 
POLICY (PRM-12) AND THE PRESIDENT'S DIRECTIVE SETTING 
FORTH THE NEW POLICY. 

38. QUESTION: THE AWACS HAS JUST BEGUN TO ENTER THE US 
AIR FORCE INVENTORY. IN VIEW OF THIS, WAS THE RECENT 
SALE OF AWACS TO IRAN CONSISTENT WITH THE PRESIDENT'S 
DIRECTIVE THAT SYSTEMS WILL NOT BE COMMITTED FOR 
SALE OR CO-PRODUCTION UNTIL THEY ARE OPERATIONALLY DE- 
PLOYED WITH US FORCES? 

ANSWER: 

- THE SALE OF AWACS TO IRAN WOULD REQUIRE THE PRESIDENT 
TO MAKE AN EXCEPTION TO THE GUIDELINES INCLUDED IN THE 
NEW ARMS TRANSFER POLICY. 

- IT SHOULD BE NOTED THAT THE PRESIDENT PERSONALLY 
APPROVED THE SALE OF AWACS TO IRAN. 

39. QUESTION: THE NEW POLICY SEVERELY RESTRICTS THE 
TRANSFER OF SYSTEMS THAT HAVE BEEN SPECIFICALLY 
DEVELOPED OR SUBSTANTIALLY MODIFIED POR EXPORT. DOES 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 26 STATE 1 14295 TOSEC 040327 

THIS MEAN THAT THE US WILL NOT PERMIT THE SALE OF THE 
F-18L TO IRAN? 

ANSWER: 

- THE NEW POLICY DOES ESTABLISH A PRESUMPTION AGAINST 
THAT PARTICULAR SALE. 

- WE HAVE NOT HAD AN OPPORTUNITY, HOWEVER, TO ANALYZE 
ALL OF THE PROS AND CONS OF THE SALE, NOR TO INVESTIGATE 
ANY SPECIAL CIRCUMSTANCES THAT MIGHT APPLY. 

- A FINAL DECISION ON THE SALE OF THE AIRCRAFT WILL BE 
TAKEN WHEN WE ARE ABEE TO PUT ALL OF THESE FACTORS 
TOGETHER. 

40. QUESTION: WHAT WAS THE VALUE OF COMMERCIAL SALES 
IN 1976? 

ANSWER: 

- THE VALUE OF EXPORT LICENSES APPROVED FOR COMMERCIAL 
SALES WAS ABOUT $3.5 BILLION. WE HAVE NO MEANS OF 
ASCERTAINING THE VALUE OF COMMERCIAL CONTRACTS CONCLUDED 
FOR ARMS SALES DURING THIS YEAR. NOR DO WE HAVE TIMELY 
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INFORMATION ON THE VALUE OE ARMS THAT ARE SHIPPED 
OVERSEAS OURING A YEAR; THOSE FIGURES ARE COMPILED AFTER 
SHIPMENTS ARE MADE. 

- THE ISSUANCE OF A LICENSE IS NOT EQUIVALENT TO THE 
CONSUMMATION OF A SALE; HISTORICALLY, COMMERCIAL SALES 
TT FINALLY ARE TRANSACTED HAVE BEEN EQUAL TO ONLY 
ONE-QUARTER OF THE VALUE OE LICENSES ISSUED. 

41. QUESTION; WHY HAVE COMMERCIAL SALES BEEN EXCLUDED 
FROM THE PRESIDENT'S PLAN TO REDUCE THE VOLUME OF ARMS 
CONFIDENTIAL 
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SALES? 

ANSWER; 

- COMMERCIAL SALES INCLUDE ITEMS THAT ARE PERIPHERAL 
TO ARMS TRANSFER CONCERNS.E.G. HUNTING RIFLES, SMALL 
ARMS FOR COMMERCIAL RESALE. 

- THE VAST MAJORITY OF COMMERCIAL TRANSACTIONS ARE 
FOR SUPPORT ITEMS THAT ARE NOT SIGNIFICANTLY AFFECTED 
BY THE PRESIDENT'S NEW POLICY. 

- UNDER THE PROVISIONS OP THE ARMS EXPORT CONTROL 
ACT, THE KINDS OP MAJOR WEAPONS SYSTEMS THAT CAN BE 
TRANSFERRED THROUGH COMMERCIAL CHANNELS HAS BEEN 
SIGNIFICANTLY REDUCED. 

- ADMINISTRATIVE PRACTICES WILL BE STRENGTHENED TO 
GUARD AGAINST THE DIVERSION OP FMS TRANSACTIONS TO 
COMMERCIAL CHANNELS. 

42. QUESTION; ARE NATO, JAPAN, AUSTRALIA AND NEW ZEALAND 
EXEMPT PROM THE POLICY ON THIRD PARTY TRANSFERS? 

ANSWER; 

- NO. UNDER EXISTING LAW AND POLICY, NATO COUNTRIES 
MUST OBTAIN PRIOR USG APPROVAL IF THEY WISH TO RE- 
TRANSFER US EQUIPMENT AND TECHNOLOGY. CHRISTOPHER 
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